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NATIONS FEEL EFFECT 
OF GOLD DISTRIBUTION 


Great Britain Goes off Gold Standard 
Because of Scarcity, While 
America Has Surplus 


FUTURE COURSE IS UNCERTAIN 


Normal Distribution of Gold 
Awaits Return of Better 
Trade Conditions 


The abnormal distribution of the 
world’s gold supply has been a dis- 
turbing factor in world economics since 
the war. From time to time it has 
brought about financial crises. The 
latest one is now being experienced in 
Great Britain. The government last 
week stopped the redemption of paper 
money with gold. Britain is thus off 
the gold standard, and it is because of 
a scarcity of the yellow metal. At the 
same time about half the gold of the 
world has accumulated in the United 
States where much of it lies in the 
vaults unused. One half of the rest is 
in France. These facts relative to 
oversupply and scarcity in the various 
nations are both puzzling and disquiet- 


ing. 
Past Crises 


These gold crises are of course not 
new to history. From time to time na- 
tions have found themselves embar- 
rassed by scarcity. For a number of 
years following the war of 1861-1865, 
the United States was unable to redeem 
the circulating paper money, or “green- 
backs,” in gold. The free exchange of 
gold for paper dollars was inaugurated 
again in 1875 after a long political de- 
bate over what was called the “resump- 
tion of specie payments.” In the nine- 
ties our government was confronted by 
a crisis similar to that through which 
England is now passing. It seemed for 
a time that the gold reserve would fall 
so low that there would not be enough 
to redeem the paper dollars which were 
in circulation. After hurried confer- 
ences bankers of Europe arranged a 
loan which tided our government over 
the crisis, and presently better times 
came and the emergency was over. 

All the nations of Europe were off the 
gold standard during and immediately 
following the World War. The paper 
pounds of England, the francs of 
France and the marks of Germany were 
not then exchangeable for gold. Be- 
cause of the doubt which prevailed as 
to whether they would ever be ex- 
Changeable for as much gold as they 
had been before, confidence in this pa- 
per money was lost. It fell in value. 
Finally conditions righted themselves 
in most countries to the point where the 
governments could go back to the gold 
basis. They began again to make pay- 
ments in gold, though in most cases not 
at the old rate. The French franc be- 
fore the war was worth 19 cents of our 
money. When the government of 
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France decided a few years ago that it 
was in a position to redeem these francs 
in gold, it gave for each one an amount 
of gold equivalent to 4 cents of our 
money instead of 19 cents. This meant 
that one who held French francs, or 
French bonds, which before the war 
had been worth as much as 19 cents in 
gold, could after that get but 4 cents 
of gold per franc. 

When England went back to the 
gold standard, she placed the pound on 
the level it had occupied before the war. 
The pound was then worth $4.86-2/3 
and until last week it continued to be 
exchangeable for that amount of gold. 


The Flight of Gold 


This was very well so long as there 
was enough gold in England to serve 
as a reserve against the paper money 
which was outstanding and which might 
be turned in for exchange. But there 
was the rub. The supply has been 
dwindling for some time. Lately there 
has been going on what is known as 
the “flight of gold” from England. It 
is the sort of thing that has happened 
before in France and Germany and 
Austria and many other countries. It 
reduced the British reserves of gold so 
that something had to be done to check 
the flight, and that is the reason for the 
decree of the government that gold pay- 
ments should cease. 


Let us inquire into the reason for 
these flights of gold which deplete the 
treasuries of that necessary metal. It 
sometimes happens that a nation has 
an unfavorable balance of trade. It 
buys from abroad more than it sells to 
foreigners. The difference must be 
made up in gold, and so gold passes out 
of the country. Of course the balance 
of international payments depends 
upon more than merely a matter of im- 
porting and exporting goods. A coun- 
try which buys more than it sells may 
still have a favorable balance. Perhaps 
the ships owned by its citizens carry a 
great deal of the trade of the world 
and the charges are paid by foreigners 
when the money comes into the coun- 
try. Or, the capitalists of the nation 
may have invested much money abroad 
and the interest on this money floats 
into their country. And again it may 
be that travellers from other lands visit 
the country in great numbers and spend 
their money. But when, all these 
things taken into account, there is still 
more money going out of the country 
than is coming in, the gold reserves will 
necessarily be depleted. 

The flight of gold from a country 
may be brought about in another way. 
If, for any reason, people lose confi- 
dence in the stability of government 
or in its industrial position they may 

(Concluded on page 7, column 1) 


LONDON CONFERENCE 
ON INDIA CONVENES 


Mahatma Gandhi, Nationalist Leader, 
in British Capital to Engage 
in Negotiations 


LENGTHY DEBATES FORESEEN 


Nationalist Demands for Inde- 
pendence Likely to Meet 
Strong Opposition 


Britain and India are again meeting 
in conference in London. For the sec- 
ond time within a year the representa- 
tives of a modern and united Britain 
are brought face to face about a great 
round table with the emissaries of a 
backward and dismembered India; an 
India which is persistently knocking at 
the door of nationhood. A territory as 
large as that embraced by the United 
States, if we leave out Texas, seeks to 
throw off an active British rule of 
73 years’ duration. Some 320,000,000 
souls, belonging to 45 different races, 
divided into 2,400 tribes or castes, 
speaking 170 various languages or dia- 
lects and following nine principal reli- 
gions, in response to the yearnings of 
nationalism, call for their independence. 


The Indian Leader 


Amid the many delegates seated 
about this large round table in St. 
James palace is one who claims the 
special attention of the world; one, in 
whose small and emaciated person rests 
the sole hope of the success of the con- 
ference. He is Mahatma Gandhi, the 
“Great Soul” of India, and leader of 
the Nationalist element on that conti- 
nent. He alone has the full confidence 
of his devoted people, and he alone has 
been most successful in previous nego- 
tiations with the British. He came to 
London bearing the mandate of the Na- 
tionalist Congress, demanding the inde- 
pendence of India. Without any pre- 
vious experience as a negotiator in con- 
ferences, having never held a political 
office of any kind, he is showing him- 
self to be a great world statesman. His 
breadth of vision, his shrewd diplomacy 
and his infinite tact, all these are strik- 
ingly brought forth in every phrase he 
utters. We listen to him as he speaks, 
in presenting the mandate to the Fed- 
eral Structures Committee preliminary 
to the Second Round Table Confer- 
ence: 

If we are intent on complete independence 
it is not from any sense of arrogance, not be- 
cause we want to parade before the universe 
that we have severed all connections with the 
British people. On the contrary, you will 
find in that mandate that the Congress con- 
templates a partnership. The Congress con- 
templatcs a connection with the British peo- 
ple, but that connection must be such as 
should exist between two absolute peoples. 

Again, we hear and wonder at him 
as he addresses his own people before 
leaving India for London: 

I shall not disappoint the nation, and on 
my return if you are inclined to feel that I 


have let you down it is open to you to expel 
me. Not only that. Even if you lay hands 
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on me to kill me I shall not consider it an 
act of violence. 


Historical Background 


The causes of the problem of India 
are deeply rooted in the past. We must 
turn back over the pages of history if 
we would know and understand them. 
We must trace the growth of national- 
ism if we would feel the full force 
of those significant words of Mahatma 
Gandhi. 

As early as 1612 Britain first began 
to extend its influence to India. In 
that year the British East India Com- 
pany established itself on that conti- 
nent. It grew and prospered, nour- 
ished by a lucrative trade, bringing to 
England a wealth of raw materials in 
exchange for finished manufactured 
goods to be used by India’s “dumb 
millions.” As the company’s commer- 
cial prestige increased, it began to dom- 
inate in the field of politics. It grad- 
ually assumed control over a number 
of the separate Indian states until it 
made its authority felt throughout In- 
dia. 

However, such a form of government 
was in no way satisfactory to the peo- 
ple of India. Mutinies and uprisings 
were not infrequent, and the famous 
Sepoy Rebellion of 1857 led Great Brit- 
ain to take the government of India 
into her own hands. She now rules it 
in a rather peculiar fashion. Sixty per 
cent of the area, British India, is di- 
rectly under a viceroy appointed by 
Britain. The remainder is divided into 
some 700 “native states.” They are still 
ruled by Indian princes and chiefs who, 
however, have treaties with Great Brit- 
ain. They are ruled differently. Some 
of them are almost completely inde- 
pendent, coming only under British sur- 
veillance. Others have turned over a 
greater part of their government to 
Britain. Some modification was made 
in 1919 in the form of government for 
British India. In response to the de- 
mands of Indian Nationalists, and in 
keeping with the declaration made by 
the British Labor government two years 
before that the “progressive realization 
of a responsible government in India as 
an integral part of the British Empire” 
was to be desired, provisions were made 
for the granting of a constitution to the 
continent. This introduced the system 
of dual government or dyarchy, with 
part of the power lying with Britain, 
and part, a small part, with India. 


This arrangement was but a tempo- 
rary expedient. At the same time the 
British government approved the ap- 
pointing of a parliamentary commission 
to study conditions in India and to 
make recommendations for the forma- 
tion of a more satisfactory government. 
The commission was not set up until 
late in the year 1927. Headed by Sir 
John Simon, it advised a more repre- 
sentative form of government for India. 
The land would be divided into smaller 
provinces linked together into a federa- 
tion of states. There would be a par- 
liament composed:of the representatives 
of those states with slightly more power 
than the present National Assembly. 
The commission advised the holding of 
a conference to determine upon a defi- 
nite status for India. 


Nationalism Develops 


Throughout all these years the spirit 
of nationalism was growing in India. 
In the latter half of the nineteenth cen- 
tury a number of Indians became con- 
scious of the need for education, in or- 
der to meet the problems presented by 
the modern world. This enlightenment 
brought about a change in the social, 
political and religious ideals of many 
in India. The superiority of other races 
was denied; there was a definite move- 
ment towards temperance, and the caste 
system lost in strength. The atitude 
toward the “untouchables,” the lowest 
class in India, even underwent a 
change. 

The desire on the part of a certain 
element in India for “home rule” grew 
apace. It crvstallized in the formation 
of the Indian National Congress in 
1885, as a national political assembly 
to work for political reforms. 

The Nationalists have increased in 
power and are now the strongest party 
in India. After the war their activities 
became more pronounced. In 1920 
Mahatma Gandhi, their leader, advo- 
cated the policy of non-codperation as 
a means of obtaining the desired re- 
forms. In 1921 the Congress decided 
“to undertake civil disobedience, in- 
cluding non-payment of taxes.” These 
early attempts were thwarted by Great 
Britain and Gandhi was for a time put 
in jail. 

Non-Cooperation 


But the Nationalists persisted. They 
refused to consider the report of the 
Simon Commission in 1928 because no 








Indians had been allowed to participate 
in its preparation. The same year they 
declared for dominion status to be ef- 
fected during the year 1929 and, should 
that fail of accomplishment, they were 
determined to gain independence by 
passive resistance; by non-violent non- 
coéperation. The program of civil dis- 
obedience was actively begun in March, 
1930. The Nationalists boycotted the 
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sale of foreign cloth; they refused to 
pay taxes, and they manufactured salt 
in defiance of the British monopoly and 
in defiance of law. Their resistance 
was never violent, but passive. They 
refused to fight if the occasion pre- 
sented itself. In consequence of their 
actions, Gandhi and 50,000 of his fol- 
lowers were imprisoned. 

In accordance with the recommenda- 
tions of the Simon report, there was 
held in London during the last months 
of 1930 and extending into January of 
1931, the First Round Table Confer- 
ence on India. 

The Nationalists refused to attend 
the conference and rejected the agree- 
ment arrived at between Great Britain 
and those Indians who assisted at the 
conference. The conference outlined a 
program by which India was to be given 
seli-government with certain limita- 
tions. There was to be a national leg- 
islature of two houses, fashioned some- 
what after the government of the 

United States. Britain, 

“7 however, retained the 
| control of foreign af- 
fairs, of national de- 
fense, and of govern- 
mental finance. 


Seeking Agreement 


Gandhi was released 
from prison, and at- 
tempts were made by 
Lord Irwin, British 
viceroy, to come to an 
agreement with the 
Nationalists. Gandhi 
was at first adamant. 
He proclaimed a con- 
tinuation of the policy 
of civil disobedience, 
and it seemed as 
though all efforts on 
the part of Britain to 
effect a conciliation 
with the Nationalists 
were doomed to fail- 
ure. At length Gan- 
dhi, realizing that a 
continuation of such 
disturbances as-he had 
instigated could not 
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but react unfavorably 
on the people of In- 


el , 


dia, requested a series of personal inter- 
views with Lord Irwin in order to dis- 
cuss the problems. They met and after 
protracted negotiations arrived at an ac- 
cord. The so-called Irwin-Gandhi truce 
was declared. In return for certain 
guaranties, Gandhi promised to discon- 
tinue the policy of non-codperation and 
to attend another conference. 

A victory seemed to have been won. 
Preparations were made for the holding 
of a second conference. Then later in 
the summer another obstacle presented 
itself. Gandhi, claiming that the Brit- 
ish had violated the truce, announced 
that he would not go to London for the 
conference. The British denied that 
the truce had been violated, and again 
an impasse appeared to have been 
reached. 

But Mahatma Gandhi is a mystic. 
His guiding principle of life is an “inner 
voice” which he obeys unflinchingly. 
Shortly before the Second Round Table 
Conference was scheduled to convene, 
he decided, in response to those inner 
urgings, that it would be to the best 
interests of his people for him to go to 
London. But he left his beloved India 
with little hope in his heart of coming 
to an agreement with Great Britain. 


The Negotiations 


The negotiations will be rendered 
more difficult by the fact that Gandhi 
has to deal, not with a sympathetic La- 
bor government, but with a three-party 
government in which the power of the 
Conservatives has been greatly en- 
hanced. The Conservatives, heretofore, 
have been reluctant to make conces- 
sions to India, and agreement will not 
come easily, it seems. 

The conference will be further im- 
peded by the clash‘of interests between 
the Indians themselves. This takes 
most definite form in the age-old con- 
flict between Mohammedan and Hindu, 
the two dominant religions in India. 
Disputes between these two religious 
elements has always brought trouble to 
India. At the last conference they 
could not agree on the proportion of 
representatives each should have in the 
proposed parliament. It is doubted 
that they will be any more conciliatory 
at the present meeting. 





OUR FOREIGN POLICY 





In the October issue of Foreign Af- 
fairs, John W. Davis has written an in- 
teresting and analytical article on the 
“Bases of American Foreign Policy.” 
Mr. Davis, former ambassador to the 
Court of St. James, candidate for presi- 
dent of the United States in 1924, and 
one of our leading legal minds, is well 
informed on this subject. 

The article is far from being a retro- 
spective study of American diplomacy 
and the principles upon which our for- 
eign policy has been based. After briefly 
developing the historical aspect, the 
author concludes that our policy to- 
wards other countries has been charac- 
terized by six principles—political isola- 
tion, non-intervention, neutrality, the 
Monroe Doctrine, the open door, and 
arbitration. He sums this up: 

. . . The dominating desire of the American 
people as expressed in their foreign policy has 
been to be free to mind their own business 
without interference and to permit others to 
do the same. 

One of the interesting features of the 
article is Mr. Davis’ views on the pos- 
sible future course to be taken. He does 
not recommend that the foreign policy 
of the past be abandoned, but that it 
be “supplemented by further policies 
adapted to meet present needs.” In- 
ternational codperation, it is claimed, is 
the need of the present and the future. 
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THE RETAIL DISTRICT OF MUKDEN, CAPITAL OF MANCHURIA 








Japanese and Chinese Clash in Manchuria but 
There Is Little Likelihood of War 


The Far East claimed the attention 
of the world a few days ago when there 
was a Clash between Japanese and Chi- 
nese soldiers in Manchuria resulting in 
several deaths. The Japanese captured 
Mukden, the capital of Manchuria, as 
a climax of the affair. There have been 
a number of disturbances recently 
along the South Manchuria Railway. 
This is a road running northward into 
Manchuria from the port of Dairen. 
It is controlled by the Japanese through 
an agreement which they have with the 
Chinese government. They are given 
the right to police the road and a zone 
through which it runs. 

The presence of foreign troops in any 
locality, however justified their presence 
may be, is always a source of irritation, 
and it is not strange that misunder- 
standings have arisen. The Japanese 
say that bands of Chinese have under- 
taken to blow up the railway in the vi- 
cinity of Mukden. Not long ago the 
Chinese captured a Japanese captain, 
Shintara Nakamura, and executed him 
and several of his soldiers as spies. As 
a result of this action, together with 
the alleged blowing up of the road, 
Japanese troops who had been policing 
the railroad took possession of the city 
of Mukden. 

This is certainly not a pleasant sit- 
uation and in other circumstances such 
an encounter might lead to war. In 
this case, however, the probability of 
war appears to be remote and for two 
reasons. In the first place, the Chinese, 
crippled by flood and famine and rev- 
olution, are in no position to wage a 
war against Japan whatever the provo- 
cation of that country might be. In the 
second place, the policy of the govern- 
ment in power in Japan today is concili- 
atory. It has given evidence of a desire 
to carry on peaceful relations with its 
Chinese neighbor. There is even some 
evidence to sustain the view that the 
taking of Mukden was the work of the 
Japanese commander of the Manchurian 
forces and that the Japanese foreign of- 
fice did not know of the matter in ad- 
vance and did not sanction it. 

Even though it seems that neither 
China nor Japan is inclined to fight over 
this Manchurian clash and even though 
the Chinese are unable to carry on a 
war with a first-class power, the matter 
cannot be lightly dismissed, as any kind 
of dispute in Manchuria is more or less 


serious. Manchuria is a province some- 
what larger than Texas, located in the 
northeast corner of China. It is recog- 
nized as a part of China and yet it has, 
during recent years, had an existence al- 
most independent of the Chinese repub- 
lic. It has been governed autocratically 
by local war lords who have given only 
a nominal allegiance to the central Chi- 
nese authorities. Manchuria is a fairly 
good agricultural country and is not 
thickly settled. There is a considerable 
migration of Chinese from the densely 
populated regions into this northeastern 
province, so the Chinese value the Man- 
churian connection. The province, on 
account of its location, serves as a buffer 
state between Japan and Russia and at 
times its control has been sought by 
each of these countries. The war be- 
tween Japan and Russia, which occurred 
during the opening years of this cen- 
tury, had its origin in Manchuria, and 
on account of the conflicting claims and 
interests of three nations in that region 
there is always the possibility that any 
kind of disturbance 
may spread and grow 


of their cattle. There has been trouble 
before in Iowa on the same account. 
In the latest incident, the adjutant 
general of the state has ordered the 
mobilization of between 1,500 and 
2,000 troops to keep the farmers of 
Cedar county from preventing the vet- 
erinarians from testing the cattle. This 
order came after a band of about 200 
farmers had prevented the sheriff’s 
force of 65 men from testing the ani- 
mals. 

This testing is made necessary by a 
law which holds that all cattle must 
be tested for tuberculosis. The milk 
from cows infected with the tubercular 
germ carries the germ in it. The 
farmers have objected to having their 
cows tested since any herd which is 
found to be thus infected is quickly 
condemned and slaughtered. When 
cattle are found to be infected and are 
killed, compensation is given, but that 
does not reconcile farmers to the loss of 
their herds. 


TO CUT SALARIES? 


Apparently taking the lead from 
Great Britain in its cutting of the sal- 
aries of all government employees, two 
prominent members of Congress have 
come forth in favor of reducing the sal- 
aries of Congressmen. Representative 
Allen T. Treadway of Massachusetts, a 
member of the Ways and Means Com- 
mittee, would save the country $1,062,- 
000 by cutting the salaries from $10,- 
000 to $8,000. In addition, he suggests 
that the government should discon- 
tinue the policy of floating loans to 
meet current expenses and restore in- 
stead the surtaxes which had been re- 
duced during more prosperous times. 


While Representative Will Wood, 
chairman of the Appropriations Com- 
mittee of the House, is opposed to tax 
increase, he is decidedly in favor of a 
reduction in wages. His idea, however, 
is to reduce by 10 per cent the salaries 
not only of members of Congress, but 
of all government employees who re- 
ceive more than $3,000 a year. He 
justifies his proposal on the ground that 
“living costs have fallen 30 per cent 
and it would be fair and logical to re- 
duce salaries to keep them on a level 
with living costs.” 








THOUGHTS AND 
SMILES 








The eighteenth century has been called the 
Age of Reason; I suppose there is no doubt 
that the twentieth century is the Age of Un- 
reason. —G. K. Chesterton in Forum. 





Olga Storch of Rio de Janeiro has been 
sound asleep for three months. Probably 
trying to equal the Farm Board’s record. 

—Hartford Courant. 





Anyway, it’s worth something for the 
country to learn that Easy and Wall aren’t 
the same street. —Buffalo Eventnc News 





A Utah farmer won a medal at the Cali- 
fornia State Fa‘r because he had the widest 
smile on the grounds. Down around my 
folks’ farm a prize of that sort could be won 
by Cal Coolidge. 

—Jake Falstaff in Cleveland Press. 





A woman legislator down in Texas wants 
long cotton night-shirts prescribed by law. 
Why not bring back the Ku Klux Klan? 

—Philadelphia INQuireER. 





Col. Amos W. W. Woodcock explains that 
he has decided to let the small violator 
harken to his conscience. You know—that 
thing that has the still voice. 

—Boston HeErAtp. 





A century will not be long enough to en- 
able us to recover from the war’s wounds. 
—St. John Ervine in London OBSERVER. 





It is not in times of adversity that man- 
kind makes the worst mistakes but in times 
of prosperity. *—Charles G. Dawes. 





The millionaires of tomorrow are getting 
their start today. —Roger W. Babson. 





It should be the inalienable right of every 
American citizen these days to lead an inter- 
esting life, eternally to renew his youth in a 
loved pursuit: to be an amateur in life and 
not a professional. 

—George A. Dorsey in “Man’s 
Own Show—Civilization” 





It took Uncle Sam only three days to sell 
a bond issue of $800,000,000. How long will 
it take him to pay it back? 

—Christian Science Monitor. 





In this day they have taken Father Time’s 
hour glass and made a cocktail shaker out . 
of it. —Ohio State JourRNAL. 





Well they can’t say there is a surplus of 
parking spaces. —Salt Lake TRIBUNE. 





In the twentieth century, every person who 
achieves some criticism or discrimination in 
matters of thought, intellectual honesty, and 
skepticism of popular slogans, is really a 
friend of liberty. —Everett Dean Martin. 








more complicated. 

The Chinese govern- 
ment has called the 
Mukden matter to the 
attention of the League 
of Nations and the 
Council has been asked 
to take a hand in the 
dispute. 





TROUBLE IN 
IOWA 


Though there are 
many interests that 
continually strive to 
win government aid, 
and though it has be- 
come commonplace to 
see the government 
engaging in a variety 
of activities, there are 
still times when its 
help: is _ repulsed. 
Nothing could awaken 
people more sharply to 
the difficulty that the 
government meets in 














its attempts to achieve 
social improvements 
than the recent resist- 
ance of the farmers 
of Iowa to the testing 


United States—President TT 
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COUNTRIES IN THE NEWS 


,over urges the veterans not to press bonus issue; Great Britain—Abandons gold 
standard in new crisis; Switszerland—Sino-Japanese dispute before the League Council; India—Gandhi continues 
fight for independence in London; Manchuria—Japanese capture city of Mukden; 
delay important election. 


Peru—Political chaos may 
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REVIEW OF THE WEEK 


HERE has been a break in the dam 

which has been, to a degree, hold- 
ing back reductions of wages. Wage 
cutting has been quite general, but a 
few large corporations, notably the 
United States Steel Corporation, have 
held out against this policy. A few 
months ago James Farrell, president of 
the Steel Corporation, spoke vigorously 
against reductions. Now comes the an- 
nouncement of this company that it is 
reducing wages 10 per cent. Other 
large steel companies immediately fol- 
lowed its lead. The Wall Street Jour- 
nal states the theory upon which wage 
reducers may rely in justification of 
their action: 

In any country the national income divides 
roughly into three classes. The first consists 
of fixed money incomes of a contractural na- 
ture, such as interest, rent, pensions, etc. The 
second class consists of profits of enterprise. 
The third class consists of wages and salaries. 
In a period of rising prices the recipients of 
the first class of income are at a disadvantage 
and their disadvantage is permanent so long 
as prices rise. In such a period the recipients 
of wages and salaries are also at a disadvan- 
tage, but in their case the disadvantage is 
temporary for wages and salaries follow prices 
but with a lag in time. Profits of enterprise 
profit at once and largely and it is in these 
times that substantial reserves are built. 

In a price decline the contrary forces oper- 
ate. The first to suffer is enterprise when 
profits feel the full force of the first shock. 
The position of the receiver of fixed money 
income becomes steadily better as prices de- 
cline. Wage earners and salary workers find 
their position improved at first. As profits of 
enterprise disappear, however, it becomes a 
question of reducing costs and wage contro- 
versy inevitably arises. Capital finds its own 
“wage” gone. If it cannot get concessions 
from its employees it cannot operate without 
loss and unemployment is the inevitable con- 
sequence. 

er”) 

ACED with the threatened demand 

for further bonus legislation by the 
American Legion, President Hoover 
made a hurried trip to Detroit last 
week in order to urge that body to co- 
Operate with the government in econo- 
mizing in this time of depression. It 
is held to be a very significant thing 
for the president to journey so hastily 
to Detroit, remaining there just long 
enough to deliver a 
speech of ten min- 
utes’ duration. The 
fact that he felt his 
presence to be nec- 
essary in order that 
his words might 
have the desired ef- 
fect would seem to 
indicate that he was 
apprehensive of any 
possible agitation 
on the part of the 
Legion for legisla- 
tion to permit ex-service men to draw 
out the full value of their bonus cer- 
tificates at once. 

This issue of bonus payments was 
bitterly fought out last year. It will be 
remembered that at that time, Congress 
passed over the president’s veto an act 
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entitling World War veterans to with- 
draw, in the form of loans from the gov- 
ernment, as much as 50 per cent of the 
face value of the paid-up life insurance 
policies which the government had 
given them. Previously they had been 
permitted to draw only 22% per cent. 
The increase has cost the government 
$950,000,000 since March. Now the 
demand is being made that ex-service 
men be allowed to draw out the balance 
of their policies. If this should be au- 
thorized, the veterans could draw $2,- 
000,000,000 from the treasury. 

The president’s speech indicates that 
he is determined if possible to prevent 
such a proposal from coming before 
Congress. He minced no words, setting 
forth plainly the condition of the coun- 
try as the following pertinent para- 
graphs from his address will indicate: 

I need not recount to you that the world is 
passing through a great depression, fraught 
with grueling daily emergencies alike to indi- 
vidual men and to governments. . . . You are 
aware that, during the past year, our national 
expenditures have exceeded our income. To- 
day the National Government is faced with 
another large deficit in its budget. There is 
a decrease in the annual yield of income taxes 
alone from $2,400,000,000 that we received in 
the years of prosperity to only $1,200,000,000 
today. . . . We can carry our present expendi- 
tures without jeopardy to national stability. 
We cannot carry more without grave national 
risk. . . . Nothing will give a greater flow of 
confidence to our country today than your 
enlistment and the vigorous support, which 
you are capable of giving to this effort, to 


prevent additional burdens upon your govern- 
ment from whatever quarter they may come. 


Ce 


OR the first time since the forma- 
tion of the Third Republic, French 
cabinet ministers are to go to Berlin in 
their official capacities. Premier Laval 
and Foreign Minister Briand are to 
make a return visit of courtesy to 
Chancellor Bruening and _ Foreign 
Minister Curtius. The visit is of par- 
ticular interest now in view of the 
strained condition of Franco-German 
relations during the past few months. 
Discussion between the representa- 
tives of the two governments are to be 
confined to economic questions. _Pre- 
mier Laval has certain proposals for 
economic codperation which, he hopes, 
will relieve the German economic situa- 
tion. 

After the Berlin visit, Premier Laval 
may visit the United States. The 
French premier is anxious to come to 
this country to discuss world problems 
with President Hoover. Both he and 
the president feel that a personal con- 
ference of this nature would be advan- 
tageous. It would give Premier Laval 
the opportunity to explain the French 
point of view on certain matters of pol- 
icy, such as debts and armaments. Both 
Paris and Washington feel that this 
visit would be the means of creating a 
better mutual understanding between 
the two countries. 


a) 


HE plan for industrial insurance 
which was proposed by Gerard 
Swope, president of the General Electric 
Company, has attracted wide attention. 
It is hailed as a definite and concrete 
plan for the stabilization of industry 
and for an insurance against the haz- 
ards of life which beset the worker. 
This plan of Mr. Swope, of which we 
gave brief notice last week, is compre- 
hensive. He asks that the firms doing 
business in each industry combine them- 
selves into trade associations. He would 
require by law that each firm doing an 
inter-state business and employing 
50 men or more should be obliged to 
unite with other firms in the same line 
of business to form one of the associa- 
tions. The associations would have the 


double function of stabilizing industry 
and of furnishing security for the work- 
ers. An association would serve as a 
means by which the member firms might 
codperate. They could make plans as 
to the quantity of their production and 
as to the prices which should be charged. 
In this way it is hoped that they might 
prevent recurring crises with their at- 
tendant periods of depression. 

Each association would be required 
to operate an insurance system for the 
workers of the in- 
dustry. Fees would 
be collected from 
employers and em- 
ployees and a fund 
would be created. 
Out of this fund 
payments would be 
made to workers 
when they were un- 
employed, when 
they were injured or 
ill, and a pension 
would be given 
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them when they became old and unable 
to work. 


This scheme of insurance avoids the 
“dole” feature by leaving the govern- 
ment out except as a supervisor. The 
fund out of which payments are to be 
made would be built up from contribu- 
tions by employers and employed and 
not by the government. 


Mr. Swope is praised quite generously 
by the press of the nation for tackling 
the problem of business stability and of 
security for workers. As to whether 
the plan which he advocates is practical 
there is a difference of opinion. The in- 
auguration of such a plan would call for 
a considerable change in our laws. It 
would necessitate the repeal of some of 
our anti-trust laws for these laws forbid 
the combination or codperation of busi- 
ness companies for the purpose of deter- 
mining production or prices. The Swope 
plan would require such codperation. 
Some fear has been expressed lest a plan 
of this kind would lead to too stringent 
government regulation of business. The 
New York Herald-Tribune, a conserva- 
tive newspaper which would be inclined 
to frown upon any great measure of in- 
terference with business enterprise, 
says: 

Mr. Swope would give the Federal Trade 
Commission, or some similar body, “super- 
vision” over the trade associations—which 
means over practically all of the major in- 
industrial enterprises of the nation. For the 
administration of the insurance funds each 
trade association would set up a board com- 
posed equally of representatives of the asso- 
ciation, representatives of the workers, and 
appointees of the Federal Trade 
Commission. What degree of “su- 
pervision” the government would 
exercise over the larger policies of 
the industry Mr. Swope does not 
say. In practice it could scarcely 


be less than almost absolute right 
of interference and control. 


The New York World-Tele- 
gram, a liberal, or progressive, 
newspaper which is less con- 
cerned with the freedom of 
business organizations, says of 
the Swope plan: 


In detail it may be improved. 
In spirit no fault can be found 
with it. For it is based on the 
new nevermore-to-be-surrendered 
principle that the continuous se- 
curity and well being of millions 
of workers is every iota as impor- 
tant as the profits and dividends 
of capital that employs them. It 
is rational socialization of indus- 





in 1919 for $25,000,000. 


tive poorhouse,” efforts have been made 
to improve economic conditions in this 
Caribbean group. A definite project is 
now being considered by the govern- 
ment which, it is hoped, will solve the 
major industrial and agricultural prob- 
lems of the islands. According to the 
plan, the work will be directed by the 
insular government with the assistance 
of appropriations from Congress. 

The main features of the program for 
the Virgin Islands are the introduction 
of new industries and reorganization of 
those already in existence, diversifica- 
tion of agricultural crops, and the pro- 
motion of tourist traffic. Most of the 
actual difficulties arise from the un- 
favorable conditions in the sugar indus- 
try which has been the principal eco- 
nomic activity of the inhabitants in the 
past. It is proposed to stimulate the 
production of other crops, such as high- 
grade vegetables and citrus fruits, which 
could be more readily marketed than 
sugar. The establishment of a fishing 
industry and the promotion of handi- 
craft trades are essential steps to be 
taken. 

The Virgin Islands, or Danish West 
Indies, were purchased from Denmark 
This group, 
consisting of three main islands and 
about 50 small ones, mostly unin- 
habited, was considered desirable dur- 
ing the war because of strategic loca- 
tion. In 1867 Secretary Seward nego- 
tiated a treaty with Denmark for the 
purchase of the islands but the Senate 
failed to ratify it. The excellent harbor 
of St. Thomas, one of the largest is- 
lands, is particularly important as a 
naval base. 


a a) 


‘HE question as to what will be done 

when the year covered by the debt 
moratorium is up was raised last week 
by Governor Albert C. Ritchie of Mary- 
land, candidate for the Democratic 
presidential nomination. Governor Rit- 
chie thinks the period should be ex- 
tended. He argues that consideration 
should be given to the problem in order 
that a permanent solution may be ef- 
fected. He said: 


If you believe that the collapse of Germany 
would have been disastrous to Europe, and 
that this in turn would have been disastrous 
to us, so that the year’s moratorium was nec- 
essary to avert the crisis—and I believe it 
was—then why not face the fact also that all 
the moratorium did was to avert the crisis, 
that it is only a breathing spell, and the real 
and momentous problem will come when the 
year is up, and when our nation and the na- 
tions of Europe alike must determine what 
their future welfare requires with respect to 
international obligations. 
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try by industry itself, but that is 
not a socialism any intelligent 
twentieth century mind fears. 
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VER since President Hoo- 














ver returned from the 
Virgin Islands last March and 
called the islands “an effec- 
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TIMELY and highly informative 

book on Japan is just off the 
press. It is “Japan, an Economic and 
Financial Appraisal,” by Harold G. 
Moulton (Washington, D. C.: The 
Brookings Institution. $4.00). Dr. 
Moulton is prepared to speak authori- 
tatively on the subject of this study. 
He is the head of the leading economic 
research organization of the country, 
the Brookings Institution, and he has 
established his position as a specialist 
in the investigation of international 
economic problems. It was upon invi- 
tation from the finance minister of 
Japan that he visited that country and, 
with the collaboration of the economic 
research division of the Bank of Japan, 
made the study of Japanese conditions 
which forms the basis for the book. 

The book contains careful studies 
supplemented with tables, charts and 
diagrams, of the various branches of 
economic and financial activity in 
Japan. It is a work to which one may 
go for specific information regarding 
Japanese industrial development. It 
also contains much which is of interest 
to the general reader who wishes an 
understanding of Japanese life, for 
there are chapters which discuss the 
social consequences of recent industrial 
changes. 

This work has a timely interest just 
now when public attention is directed 
toward Japanese activity in Manchuria. 
It is commonly assumed that Japan is 
anxious to annex Manchuria as an outlet 
for her crowded population. Manchuria, 
however, does not attract Japanese im- 
migrants, and is no longer looked upon 
by Japan as a necessarily desirable ac- 
quisition. “The number migrating to 
Manchuria has been increasing but 
slowly in recent years,” says Dr. Moul- 
ton, and he adds: 


The hope that the Japanese once enter- 
tained of finding a really important outlet 
for population in this area has been definitely 
abandoned. For thousands of Japanese set- 
tling in Manchuria, the Chinese move in by 
hundreds of thousands. In fact, the migration 
into Manchuria has been as high as a million 
a year, of which the Japanese account for 
only a few thousands. Moreover, nearly 97 
per cent of the Japanese are in South Man- 
churia; that is, in Kwangtung, the railway 
zone and the consular jurisdiction areas. The 
number in Manchuria proper is thus wholly 
negligible. 

The discussion of emigration possi- 
bilities throws some light on the fear 
entertained by many Americans that 
our country might at some time be 
flooded by the Japanese. “Notwith- 
standing the efforts that have been made 
by the Japanese government to promote 
emigration,” says the author, “little suc- 
cess has been obtained. The number 
who went abroad annually even before 
immigration restriction laws were passed 
in other countries constituted a negligi- 
ble proportion of the increase in popu- 
lation.” 

Not only have the Japanese not left 
in large enough numbers to constitute 
anything like a yellow tide to any other 
shores, but they have not left and are 
not leaving in numbers sufficient to re- 
lieve the strain of population pressure 
in Japan. Dr. Moulton tells us that 
“if the entire Japanese merchant marine 
were converted to transports and de- 
voted exclusively to the carrying of 
Japanese emigrants overseas, that is, to 
other countries than the near-by Asiatic 
mainland, it would not be adequate to 
carry the increase away from the is- 
lands.” 

A significant fact brought out in the 
book is the dependence of the Japanese 
upon their trade relations with the 
United States. More than a third of all 
their foreign trade is with this country. 
They depend upon us for the raw ma- 
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terial for a leading manufacturing in- 
dustry, the making of cotton goods, and 
they look to us as a market for their 
silk. The figures here presented show 
conclusively that while war between the 
United States and Japan would be a 
costly venture for our country, it would 
be absolutely ruinous for the Japanese. 


A PICTURE OF ENGLAND 


During the war a young Austrian 
named Paul Cohen-Portheim was 
held as a prisoner in England. While 
he was interned he kept his eyes open 
and reflected upon the facts of English 
life as he saw them. The result of this 


London resembles no other place in the 
world; it is unlike any English town, even 
more unlike any town outside England. It 
is not a town at all, but a formation for 
which no name exists: nobody can state defi- 
nitely where London begins or ends, how 
far it extends or how many inhabitants it 
musters; the County of London created in 
the nineteenth century has four and a half 
millions, the Metropolitan Police area seven 
and a half, the proposed London Health Dis- 
trict something like ten millions. All these 
are purely administrative divisons; London in 
its entirety is beyond measurement, only the 
City, its historical core, having boundaries. 

Roman and medieval London was a city 
like other European cities, surrounded by 
walls within which stood the public build- 
ings, churches and dwellings of the citizens. 
The City has preserved innumerable old cus- 
toms and even today remains a separate 
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THE FAR EAST 


The East has figured in Occidental imagination as a mysterious and unreal land. Dr. 
Moulton gives us a concrete and definite picture of the economic life of the Japanese—a 
people about whose real problems Americans have known too little. 








reflection is to be found in the book, 
“England: the Unknown Isle” (New 
York: E. P. Dutton. $3.00). The 
author undertakes to fill a big order. 
He begins with a discussion of the cli- 
mate and physical features of England. 
He briefly outlines the history of the 
nation. He describes English traits of 
character, presents pictures of town 
and of country, of London, of the uni- 
versities, of society, art, literature, the 
theater and the press, and finally forms 
conclusions as to the influence of Eng- 
land among the nations of the world. 


This foreign observer was impressed 
by the sharp social division in England 
which persists despite the democratic 
character of political institutions. 
Throughout the book runs this note of 
contradiction in English life—of classes 
widely separated. The chapter on 
“Town and Country” is particularly in- 
teresting. By “town” is meant London, 
the rest of England being “the coun- 
try.” The chapter on London begins: 


entity with its own government and its own 
police. In a sense it is London “proper,” but 
this London Proper musters not more than 
13,000 inhabitants, a population of: door- 
keepers. It is exclusively a business centre, 
and that only in a certain restricted sense; 
it consists, that is, of banks, offices of ship- 
ping and insurance companies etc., but both 
the big emporiums and stores and pretty well 
everything connected with the Port of Lon- 
don, the biggest port in the world, lie out- 
side it. It is a gigantic office seething with 
millions of people and vast business by day, 
completely dead at night and on Sundays. 
We find here a very good description 
of the English press. There are the 
great influential papers appealing to the 
intelligent classes, the leader of which 
is the London Times, the others being 
the Morning Post, Daily Telegraph, the 
Manchester Guardian. There are a 
number of other papers which undertake 
to appeal to the intelligent classes, but 
which compromise in the matter of taste 
in order to secure large circulations. 
Then there are the sensational papers 
appealing to the lowest and coarsest 
classes, a paper like the Daily Mail and 
the Daily Express. This assortment of 


papers is similar, of course, to that 
which we have in our own country. 

One of the conclusions of this Aus- 
trian author is that the supremacy of 
the white races in the world depends 
upon the leadership of England. He 
says: 

The British Empire is today a necessity to 
England; its importance for Europe lies in 
the fact that it is the champion of the world 
supremacy of the White Man. There is noth- 
ing more short-sighted than the belief that 
any European country whatever could benefit 
by a weakening of the British Empire; certain 
commercial interests might derive some tran- 
sient advantage from it, but the supremacy of 
the White Man depends on England and 
would disappear with her. Even the United 
States would be unable to arrest this process; 


the future of the British Empire is the future 
of the white race. 


OUR PLAINS COUNTRY 


The story of the great prairies of the 
American West is told very vividly in 
the new book, “The Great Plains,” by 
Walter Prescott Webb (Boston: Ginn & 
Co. $4.00). By the “great plains” the 
author refers to that part of the coun- 
try between western Texas, Oklahoma, 
Kansas, Nebraska and the Dakotas and 
the Rocky Mountains. This picture is 
of sociological as well as historical inter- 
est, for it is a very fine exposition of the 
effect of a geographical environment 
upon individual character and social in- 
stitutions. Life in the prairie country 
was conditioned by the lack of water, 
and this necessitated a form of society 
very different from that to be found 
elsewhere. 


There is a description here of the ef- 
fect of the invention of the six-shooter 
which made it possible for the plains- 
men to fight the Indians on horseback. 
There is an account of the developing 
cattle industry of the West and an ac- 
count of the political and social habits 
which developed from the experiences of 
plains life. The book is readable and 
interesting, and offers a valuable con- 
tribution to the history: of an important 
epoch in American life. 


UNEMPLOYMENT EFFECTS 


In a recent number of the Sociological 
Review (London) we find an arresting 
discussion of some permanent effects of 
unemployment. The most obvious ef- 
fect which comes from being out of 
work is, of course, that the family in- 
come stops. If that were all, the in- 
come would be restored when another 
job were found and conditions would 
be as they had been. But there are 
long-time effects, as the Sociological Re- 
view contributor points out. He tells of 
the deterioration that goes on in English 
communities where half or more of the 
population is workless. In the first 
place, there is a deterioration in skill. 
After having been out of employment 
for a while, the workers lose their old 
technique. The results are, of course, 
especially bad if, when they find em- 
ployment again, it is at another kind of 
work. There is also a moral and physi- 
cal degeneration which comes from en- 
forced idleness. The children feel the 
effects. There are large communities 
where none of the children are learning 
trades any more as they formerly did. 
Years hence the marks of the present 
unemployment will show themselves in 
English society. The article speaks of 
a job as a badge of manhood. It is the 
loss of this badge rather than the ac- 
ceptance of unemployment insurance, or 
the “dole,” according to the author, 
which has a telling effect upon the mor- 
ale of British working classes. 


PRONUNCIATIONS 


Mukden (mook-den’), Dairen (di-ren’—i 
as in dine), Kwantung (kwahn’toong), 
Laval (la-val’—a as in Alp), laissez-faire 
(lay-say fair’). 
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O student of social science can ignore 

the mercantile system. If he turns to 
American history he comes upon it in the 
story of those disputes over trade regula- 
tion which played so large a 
part in the separation of the 


A Social . 
Science colonies from the mother 
Interest country. If one reads the 


history of modern Europe, 

he finds the mercantile 
system developing in the fourteenth and 
fifteenth centuries. He sees it adopted in 
the commercial policy of Charles the Fifth 
and of Henry the Eighth. He sees the 
philosophy of mercantilism practiced by 
Cromwell and Walpole. The student of 
economics studies the contrasting theories 
of the mercantilist and of Adam Smith in 
his study of such restrictions on trade as 
the protective tariff. The student of civics 
or political science also examines these two 
great theories, looking upon them as ex- 
positions of interference by the state in 
defense of prosperity on the one hand, and 
a let-alone or Jaissez-faire policy on the 
other. The sociologist is concerned with the 
submergence of the individual in the inter- 
ests of the state, which was a feature of 
the mercantile philosophy. 

And when the social scientist examines 
the theories of mercantilism he is not los- 
ing himself in a dead past. The issues 
raised by those who taught the mercantilist 
theories are alive today. The problems 
the mercantilist was trying to solve are the 
problems of the current life. 


The mercantilists were concerned about 
the problem of the distribution of the 
precious metals, gold and silver. They 
considered it very important that nations 

should possess as much as 
The possible of these metals. In 
order that they might in- 
crease their supply of gold 
and silver they should en- 
courage the export of manu- 
factured goods, importing only raw mate- 
rials. They should enact laws restricting 
trade so as to encourage home production 
and thus develop the national strength. 
They should use their colonies as 
feeders, getting raw materials from 
the colonies, preventing other na- 
tions from getting such raw materi- 
als and retaining the colonies as a 
market for their manufactured goods, 
excluding other nationalities from 
this market. It was in the spirit of 
this philosophy that the British gov- 
ernment adopted the Navigation 
Acts which were at times so unpop- 
ular in the American colonies. 

The mercantilist system was sus- 
tained by the economic thought 
of the seventeenth and eighteenth 


Mercantile 
System 





centuries. It was not until the last 
quarter of the eight- 
Aden eenth century that 
Smith’s economic science fur- 
Attack nished an outstanding 
opponent. Adam 
Smith in 1776 pub- 
lished his ‘Wealth of Nations,” 


which contained a sweeping attack 
upon the mercantile system. He did 
not deny that it had produced cer- 
tain desirable results. He was in- 
clined to admit that it had streng- 
thened the British nation politically, 
and he said that “defense is of much 
more importance than opulence.” He 
declared, however, in favor of a free- 
dom from the restraints upon trade 
which the European nations had im- 
posed. He concluded his arguments 
against the tariffs and trade restric- 
tions with the statement that 
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By David S. Muzzey and Walter E. Myer 


systems either of restraint or preference 
being thus completely taken away, the 
obvious and simple system of natural lib- 
erty establishes itself of its own accord.” 
It is frequently said that Adam Smith 
dealt the death blow to mercantilism. It 
it true that since his day economists have 
ordinarily denied the wisdom of restric- 
tions upon international trade. They have 
denied the assumption current in the hey- 
day of mercantilism that in international 
trade one country lost where another 
gained. They have denied the validity of 
a policy which seeks, while encouraging 
exports, to discourage imports. They deny 
that prosperity is necessarily to be had 
through an amassing of the precious metals. 
The condition warranting the illustration 
which our cartoonist has furnished on page 
one of this issue of THE AMERICAN Op- 
SERVER is a denial of that theory. 


But while the economists have usually 
agreed with Adam Smith in condemning 
the system of mercantilism, its underlying 
philosophy is still popular. Despite the 
warnings that the accumu- 
lation of gold in the United 
States is an unhealthy 
symptom, there are many 
Americans who rejoice that 
half the world’s gold is to 
be found within our borders. Last week 
came the report that during August the 
American people bought more goods than 
they sold. Our imports exceeded our 
exports. There was an unfavorable bal- 
ance of trade amounting to about $1,000,- 
000. This caused considerable concern 
among people who believe, as the mercan- 
tilists did, that a “favorable” balance of 
trade is always a good thing, whereas an 
“unfavorable” balance, or a balance which 
shows an excess of imports over exports, 
is a bad thing. No one will question, of 
course, that the falling off of our exports 
is unfortunate, but those not under the 
spell of mercantilism regret equally the 


Influence 
on the 
Present 


almost commensurate decline of our im- 
ports. 

“The underlying purpose of this doctrine 
(mercantilism),” says C. M. Andrews in 
his ‘Colonial Self-Government,” “was the 
strengthening and preserving of the state 
into whose hands had now come the control 
of industry, trade and commerce. To the 
statesmen of the seventeenth century the 
welfare of corporation and individual was 
of secondary importance as compared with 
the welfare of the state. A strong state 
demanded a full treasury, a large popula- 
tion and an efficient navy and merchant 
marine. ... Each state encouraged agri- 
culture, that the supply of men might be 
sufficient for the army and navy; and each 
labored with excessive zeal to extend ship- 
ping by encouraging such subsidiary inter- 
ests as fishing and ship building.” What of 
such policies today—two centuries and a 
half later? Five years ago a body of em- 
inent financiers and economists addressed 
this description of conditions which had 
prevailed in Europe since the close of the 
World War: 


The break-up of great political units in 
Europe dealt a heavy blow to international 


trade. Across large areas, in which the in- 
habitants had been allowed 
Present to exchange their products 


Day freely, a number of new fron- 
tiers were erected and jeal- 
ously guarded by customs 
barricrs. Racial animosities 
were permitted to divide communities whose 
interests were inseparably connected. . . . To 
mark and defend these new frontiers in Eu- 
rope, licenses, tariffs and prohibitions were im- 
posed, with results which experience shows to 
have been unfortunate for all concerned. One 
state lost its supplies of cheap food, another 
its supplies of cheap manufactures. Indus- 
tries suffered for want of coal, factories for 
want of raw materials. Behind these customs 
barriers new local industries were started, 
with no real economic foundation, which 
could only be kept alive in the face of com- 
petition by raising the barriers higher still. 
Railway rates dictated by political considera- 
tions, have made transit and freights difficult 


Restrictions 
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and costly. Prices have risen, artificial dear- 
ness has been created. Production as a whole 
has been diminished. Credit has contracted 
and currencies have depreciated. Too many 
states, in pursuit of false ideals of national 
interest, have imperiled their own welfare and 
lost sight of the common interests of the 
world by basing their commercial relations 
on the economic folly which treats all trading 
as a form of war. 


This sounds like a latter-day Adam Smith, 
aiming the shafts of economic reasoning 
at the supposedly long defunct system of 
mercantilism. 


Another feature of mercantilism may 
be stressed and compared with the pro- 
cedure of the nations in our own time. The 
statesmen of each nation two or three cen- 
turies ago considered the 
colonies as regions which 


Policie , 
eaten existed for the benefit of 
Colonies the home country. By legal 


restrictions they compelled 

the colonies to send their 
raw materials to the mother country and to 
import manufactured goods from the home 
state. Such was the purpose of the Navi- 
gation Acts. Since that time the attitude 
of nations toward colonies has greatly sof- 
tened. The welfare of the colonies as well 
as that of the home country is usually 
taken into account. The exploitation of 
colonies for the benefit of the homeland 
is not unknown at the present time, but 
it has ceased to be customary. This is 
probably due in part to necessity and in 
part to a change in world opinion. 


England is very anxious at this time to 
hold the Indian market for her goods. She 
is just as anxious as she was in the days 
of Cromwell to secure the North American 

market for her manufactured goods, but 
she does not pass Navigation Acts forbid- 
ding India to buy manufactured goods from 
other countries. She does not deny her the 


right to sell raw materials to any other 
country. 


Yet the old problem, the problem of 
retaining the trade of the outlying Posses- 
sions, is still present. The cotton mills of 

Lancashire are quiet today because 
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THE HARBOR OF MANILA 


The Philippines are the chief colonial possessions of the United States. 
“all advanced by many Filipinos, has recently been joined by certain economic interests in the United States. 


The independence movement, 


the people of India are not buying 
British cotton goods. If Gandhi has 
his way, they never will, for he is 
absolutely opposed to the importa- 
tion of foreign clothing. But it is a 
problem of British statesmanship to 
persuade the Indian people to resume 
their former purchases of British 
goods. 


The United States does not re- 
strict the trade of its possessions 
in the interest of the homeland. It 
allows the products of these territo- 
ries to come into the 
United States free, 


The 
Meoiiieas — when the prod- 
Policy ucts compete with 


American goods. This 
policy caused an out- 
cry among American sugar producers 
last year. They favor the imposition 
of a duty upon sugar-from Hawaii 
and the Philippines. The American 
producers of goods with which Phil- 
ippine products compete have 
joined in the crusade for Philip- 
pine independence. If the island- 
ers are granted their independence, 
it is assumed that our tariff wall 
against foreign goods will shut out 
their products. The contemplation 
of this idea is partly responsible for 
the popularity just now of the Phil- 
ippine independence movement in 
the United States. 
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a weak corporation approaching 
inevitable bankruptcy through 
prolonged mismanagement, but 
with an immensely strong and 
conservatively operated corpor- 
ation, possessing a vast surplus 
piled up over the years, which 
has become temporarily embar- 
rassed in its cash _ position 
through incompetent direction. 


A Danger 


Most of the press com- 
ments indicate that the 
chief danger in the situation 
lies in the possibility that 
the government might print 
too much paper money so 
that the money might then 
lose its value. 

It would be impossible for 
this to happen, of course, if 
the country were on a gold 
basis because the amount 
of gold in any nation is 
strictly limited, and so long 
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HYDRAULIC GOLD MINING 


About $400,000,000 worth of gold is mined each year. 
Nearly half of it is in the United States and half of the rest is in France. 


recently approached the vanishing point. 


The world supply of gold is $11,000,000,000. 
The British supply has 


as paper is exchangeable for 
gold no more paper .money 
can be issued than there is 
gold to redeem it. But 
when the country is off the 








NATIONS FEEL EFFECT 
OF GOLD DISTRIBUTION 


(Concluded from page 1) 
become uneasy and may withdraw their 
money from it. If they own stock in its 
corporations they may sell the stock 
and invest in foreign securities. If they 
have loaned money to persons or cor- 
porations or municipalities within the 
country or to the government itself they 
may refuse to renew the loans when 
they become due. Or if they have 
money on deposit in the banks of the 
country they may withdraw it and put 
it in the banks of other nations. A sit- 
uation like this is very much like a 
“run” on a bank, when people begin to 
doubt the safety of their deposits. 
There may be a “run” on a country as 
well as a bank and when a thing like 
this occurs the gold supply is quickly 
depleted. 





Recent Conditions 


Both these conditions which we have 
outlined have had a part in bringing 
about the crisis in Great Britain. For 
several years trade conditions have 
been bad. The export trade of Eng- 
land has been falling off. The mer- 
chants of Britain were losing their old 
commanding place in the markets of the 
world to competitors even before the 
war, and since that great upheaval Brit- 
ish trade has suffered even more. The 
British investments abroad no longer 
bring into the country interest money 
enough to make the balance a favorable 
one. So general industrial conditions 
have resulted in the flow of gold from 
the country. 

Lately a lack of confidence has also 
contributed to that result. Money de- 
posited in British banks by foreigners 
has been withdrawn. British securi- 
ties have been sold and capital has gone 
into foreign investments. Loans have 
not been renewed. During the last 2% 
months there has been a decrease of 
$165,000,000 in the English gold re- 
Serves. The danger point was reached 
the other day. It seemed that all the 
gold of the nation might be drained out. 
Hence the action of the government to 
which we have referred. 

This action leaves the British in the 
place where the Americans were in the 
1860’s; where all the countries of Eu- 
rope were 10 years ago. What will be 
the effect upon British industry; upon 
prices? These are questions which 
many people are asking. They cannot 


be answered with assurance. It may 
be that there will be no marked change 
in the industrial situation. The paper 
pound is no longer exchangeable for 
gold, but it will still circulate as money 
and it may be held to something like 
its old value. That will depend in part 
upon the confidence people have that 
sometime it will be redeemed again at 
the old rate. 


Possible Consequences 


There is this further danger. When 
a government is off the gold standard; 
when the amount of the paper money 
which circulates does not depend upon 
the quantity of its gold reserves but 
upon government decree, there is al- 
ways the possibility that too much pa- 
per money will be issued. Then its 
value will decline. That happened in 
Germany in 1922. It may conceivably 
happen in England but it probably will 
not. If, after a while, the confidence 
of the people is restored, gold payments 
may be resumed. They will certainly 
be resumed if business conditions 
should turn sharply for the better. Mr. 
J. P. Morgan, America’s best known 
banker, who speaks with great author- 
ity on financial matters, says concern- 
ing the recent action of the British 
government: 


This step seems to me to be the second 
necessary stage in the work of the national 
government, the first being the balancing of 
the budget. The completing of the work 
will be the restoration of trade to the coun- 
try. 

This being the case, it seems to me to be 
a hopeful and not a discouraging event, and 
one which brings the government’s work 
much nearer to accomplishment. 


The New York Herald Tribune 
thinks that the British nation has the 
power to right itself and regain finan- 
cial normalcy: 


The central fact of the new British crisis, 
as of the old, is that it is the product not of 
finance, but of politics. If England had pre- 
sented a united front toward its problems in 
the past weeks and the high command of its 
national union were in a position to save the 
pound at whatever cost in hardship, there 
would be no doubts of the pound or of 
British credit anywhere. The drain upon 
reserves would have ceased. Looking to 
basic factors, who can possibly believe that 
the British situation is desperate, or that 
bankruptcy impends? Let it be agreed that 
the nation, under its socialistic Labor Cabi- 
net, has been living beyond its means—has 
been spending more upon doles and other ex- 
panded social welfare services than its na- 
tional income could justify in a time of 
world-wide depression. There yet remains 
an enormous reserve of investments abroad 
which is ample to meet the obligations of 
these few years of extravagance and leave a 
solid basis of capital for future development 
along sound lines. The parallel lies not with 


gold basis then the amount 
of paper which may be printed is lim- 
ited only by the prudence of the gov- 
ernment. It might issue paper money 
with which to defray its expenses. It 
might do this rather than to levy heavy 
taxes on the people. Then the money 
would fall in value. People would find 
that their paper pounds would be worth 


less than they were before. Those who. 


had fixed incomes in terms of pounds 
would find themselves poorer. For- 
eigners and others who pay with gold 
could get a high price for it. They 
would be tempted to go to England and 
buy goods; so the British export trade 
might be encouraged. But the British 
people, being obliged to pay foreigners 
in gold, would have difficulty in doing 
so and so the price of imported goods 
would go up and this. would cause hard- 
ship. 

Of course these things may not hap- 
pen. Probably they will not. There is 
no sign as yet that the British govern- 
ment will put its printing presses to 
work and produce an undue amount of 
paper money. Speaking on this point, 
the Baltimore Sun expressed itself as 
follows: 


The most important element on the right 
side of the British financial balance sheet is 
that the government budget is balanced. That 
means that the government is not under 
stress to meet deficits by running the money 
printing presses and diluting the currency. 


The American Situation 


Let us turn now from Great Britain 
to our own country and inquire why it 
is that we have so much gold 
on hand and what the results 
of this accumulation may be. 
Since the war Americans have 
been selling a _ great deal 
abroad. They have discour- 
aged the buying of goods from 
foreigners by a _ high tariff 
which taxes the import of for- 
eign goods. This has tended 
to create a favorable balance 
of trade. At the same time 
American investors have placed 
a great deal of money abroad 
and the interest has come 
back. Loans have been made 
to foreign governments and 
business establishments. Debts 
owed by foreign governments 
have been under process of 
slow repayment. All these fac- 
tors have worked toward the 
accumulation of gold in this 
country. 

Much of it, as we said at the 
beginning, is not now in use. 





There is far more than is needed as a 
reserve to back up our circulating pa- 
per money. This gold might conceiv- 
ably be put to work. It might be 
loaned by the banks to business estab- 
lishments in order that they might ex- 
pand their enterprises. In order to en- 
courage such a use of gold the interest 
rates on money have been made low by 
the banks. The federal reserve banks 
have established a low rate to the mem- 
ber banks and these banks in turn are 
enabled to offer low rates of. interest 
to borrowers. 

But under present conditions busi- 
ness men do not want to borrow money 
even if interest rates are low. They 
do not want to expand their establish- 
ments, for even at the present rate of 
production they cannot dispose of their 
goods. So despite the low interest 
rates, or the low “discount rate,” as it 
is called, the gold is unused and busi- 
ness languishes. 

If business conditions should become 
better throughout the country, then 
business men might be expected to take 
up the surplus of gold and use it in 
their enterprises. But when prosperity 
returns business men will borrow money 
and expand their businesses even if in- 
terest rates are not made low by a 
large volume of gold. It thus appears 
that the great accumulation of unused 
gold in this country is merely an inci- 
dent, rather than a cause, of the busi- 
ness depression. 





DEPRESSION PROOF 


Data recently released by the Census 
Bureau show that the trend toward 
marriage—which has been observed 
since 1890 when first inquiry was made 
as to marital conditions—continues as 
strong as ever. The proportion of males 
above 15 years of age married rose from 
592 per thousand in 1920 to 600 in 
1930; the proportion of girls and women 
rose from 600 to 611. As compared with 
1890 a ninth more of the males are 
husbands and a thirteenth more of the 
females are wives. So in spite of all 
we hear about “bachelor maids,” the 
high cost of married life and the tend- 
ency to postpone marriage, people are 
marrying more freely than a generation 
ago. 

Owing to the great shrinkage in the 
production of economic values within 
the home resulting from its penetration 
by factory products, the young man who 
marries today takes a burden on his 
shoulders much heavier than that as- 
sumed by his grandfather when he mar- 
ried. Despite this, young men are mar- 
rying more freely than ever, which sug- 
gests that Cupid is still a real God. 
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THE AMERICAN OBSERVER 


Federal Aid to States Is Firmly 
Supported Despite Recent Rebuffs 


More Than $35,000,000 Was Given as Subsidies in 1930 
and More Will Be Spent This Year; Right of 


Federal Supervision Is Retained 


The line which separates the federal 
and the state powers has been a line of 
battle through... t our history. On the 
one hand are those who believe in an 
enlargement of the national authority, 
and on the other are those who are 
jealous of state prerogatives. The ques- 
tion as to just where the line should be 
drawn was not settled in the constitu- 
tional convention, and it has not been 
definitely and finally settled yet, al- 
though in many concrete cases prece- 
dents governing points once disputed 
have been established. 

One of the effective means by which 
federal powers have been enlarged re- 
cently has been the grant of aid by 
the national government to the states 
in behalf of enterprises jointly sup- 
ported by federal and state govern- 
ments. In these cases the federal gov- 
ernment, in return for its gift or sub- 
sidy, retains the right to supervise the 
activities in question. 

The sum total of these joint activities 
is considerable. In 1930 the national 
government granted assistance to the 
states to the amount of more than 
$135,000,000. The following are the 
objects for which assistance was given: 


Support of agricultural colleges ..$ 2,400,000 
Support of experiment stations .. 4,320,000 
Cooperative agri. extension work 8,732,716 
Vocational education ........... ,682,323 
Vocational rehabilitation ....... 936,527 
Highways Pere a es bes xe bogs 75,880,862 
National guard . Pinch lahgrany. BHR are 32,619,798 
Forest fire prevention .. .. 1,252,444 
Distribution of nursery stock . 78,763 
Forestry extension work : 51,688 
State fund under oil leasing act 1,388,931 
State fund from sale of lands ... 30,451 


$135,373,607 


It will be observed that the largest 
of these appropriations is the one which 
goes to assist the states in the construc- 
tion of highways. This appropriation 
will be increased during the year 1931, 
as construction work is being pushed in 
order to furnish work to more of the 
unemployed. 


At the last session of Congress the 


question of federal aid to the states was 
hotly debated, the discussion revolving 
around two proposals. One of them 
was Senator Wagner’s plan for the es- 
tablishment of a system of employment 
agencies. These agencies were to be 
controlled by the states with federal 
assistance and federal regulation. In 
cases where the states did not establish 
suitable agencies, the national govern- 
ment might establish them itself. This 
bill was fought on several grounds, one 
of them being that it constituted an 
undue infringement on the rights of the 
states to handle their labor problems. 
The bill was defeated by the presiden- 
tial veto. 


The other contest over state aid re- 
lated to the proposed legislation subsi- 
dizing work for child health and ma- 
ternal care. Federal aid was given for 
this purpose in 1921. It was attacked 
on the ground that it was unconstitu- 
tional, but its constitutionality was up- 
held. In 1929 the federal government 
ceased giving assistance to the states. 
Last year’s attempt in Congress was to 
restore the appropriation, but the Sen- 
ate and House disagreed and the plan 
failed of adoption. 


In spite of these rebuffs, the principle 
that the national government shall as- 
sist the states in certain branches of 
activity and that it shall supervise the 
work to which it grants assistance seems 
to be firmly fixed. Austin F. Macdon- 
ald summarizes the situation in the Au- 
gust, 1931, American Political Science 
Review: 


The grants from the federal treasury to 
the states are establishing more firmly their 
claim to a permanent place in the scheme of 
American administration. Every year they 
receive the support of additional precedents 
They are rapidly becoming a habit. Stiil 
more important they are producing results. 
Accordingly, while violent protests are still 
raised against specific subsidy laws there is 
little reason to doubt that the general scheme 
of federal aid will continue unchanged. 
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WOMEN IN INDUSTRY 


The statement is frequently made that 
during recent years there has been a 
great movement of women into indus- 
try. The inference is drawn that they 
are driving men out of employment and 
that they are tending to bring down the 
scale of wages. Much has been written 
about the effects upon the home of this 
industrial tendency. Figures recently 
published by the Census Bureau, how- 
ever, indicate that the influx of women 
into industry has been exaggerated. 
These figures show that in 1900, of all 
persons gainfully employed in the 
United States, 18.8 per cent were 
women or girls over 10 years old. In 
1910 the women made up 23.4 per cent 
of all the wage earners. In 1920 the 
percentage was 21.1 and in 1930 it was 
22.1. These figures do not show any 
startling transfer of women to the wage- 
earning class. The Hartford Courant 
draws this conclusion from the Census 
Bureau figures: 


While it is true that there has been a con- 
siderable change in the nature of employment 
in which women are engaged in the last 10 
years, particularly with the decline in the 
proportion engaged in domestic service and 
the increase in the proportion engaged in in- 
dustrial pursuits, this does not mean that men 
have been generally displaced by cheaper fe- 
male labor. On the contrary it is believed 
that the industrial increase of women work- 
ers is largely accounted for by the establish- 
ment of large numbers of laundries, bakeries, 
restaurants and other personal service centers, 

which perform many of the 
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THE GOVERNMENT ASSISTS IN HIGHWAY CONSTRUCTION 


functions that used to belong to 
the domestic servant and which 
are still largely carried on by 
female help. 





The past decade has wit- 
nessed an impressive decline 
in the illiteracy rate of the 
United States, according to 
a report of the Bureau of the 
Census. Considering _per- 
sons of ten years of age and 
above, the nun.ber of illiter- 
ates has dropped from 4,- 
931,905 in 1920 to 4,283,- 
753. Among whites the de- 
crease amounted to 1.3 per 
cent, the present illiteracy 
rate for this class being 2.7 
per cent. Negroes dropped 
from 22.9 per cent in 1920 
to 16.3 per cent. 

Considered geographi- 
cally, the South leads in illit- 
eracy, with a percentage of 
8.2, while the North and 
West are tied with 2.7. The 
state of Iowa led with a rate 
of 0.8. Louisiana, boasting 
the greatest decline, dropped 
from 21.9 in 1920 to 13.5. 





Raising of Sheep 
Declines in East 


Study of Industry in Ohio Shows 
Destructiveness of Dogs 





In a recent number of Economic Ge- 
ography, a publication of Clark Univer- 
sity, there is a study of sheep raising in 
southeastern Ohio which has consider- 
able economic and sociological interest. 
It indicates the way industries fre- 
quently grow up or die out due to fac- 
tors which are not discernible on the 
surface. The statement is made that 
southeastern Ohio remains one of the 
few regions in the eastern part of the 
United States where sheep raising is 
practiced to any considerable extent, 
but that even there the number of sheep 
has declined during the last generation. 
The chief discouragement is the increas- 
ing number of dogs in that locality. 
Dogs are the great enemies of the sheep 
industry. They affect sheep raising 
relatively, little in the plains region 
where they are few, but in agricultural 
communities where there are many sep- 
arate farms, each farm supporting one 
or more dogs, sheep raising becomes 
difficult. 

The interesting comment is made that 
sheep in any considerable numbers are 
seldom found in a mining country, even 
though the facilities for grazing may be 
plentiful. This is accounted for by the 
fact that miners usually have a number 
of dogs and, owing.to conditions in the 
mining country, the dogs are usually 
hungry. Hence they are the more dan- 
gerous to sheep. 





THE CITYWARD TREND 


The American Journal of Sociology 
reports a study of migration from the 
rural districts of Albemarle County, 
Virginia, to the cities. This study was 
made by Wilson Gee and Dewees Runk 
for the purpose of determining what 
class of people was most likely to leave 
the country for the city. It has com- 
monly been assumed that the better 
classes; that is, those who represent 
the more educated and the more suc- 
cessful groups, are the ones who leave 
the country. This conclusion was borne 
out by the investigation of Gee and 
Runk. They report that in the region 
where their extensive investigation was 
made, the movement cityward was a 
cream-skimming affair. 


